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Main Parameters of the 2020–2022 Budgetary Framework 
The updated medium-term budgetary forecast of the government for the 2020–2022 period1, which com-
plies with 2020 budget law parameters adopted by the National Assembly, provides for a balanced budget 
on the consolidated fiscal programme (CFP) over the whole projection horizon. General government budget 
balance (ESA 2010) used for the purposes of the deficit and debt procedure is expected to be slightly neg-
ative in 2020 (-0.1 per cent of the projected GDP) and positive in 2021 and 2022 (0.5 per cent and 0.1 per 
cent of the GDP, respectively). Planned primary surpluses and favourable differential between the projected 
nominal rate of GDP growth and the implicit interest rate on public debt are expected to support a further 
decline in both government debt and general government consolidated debt over the 2020–2022 period. 

When taking into account the MF estimates of gradually increasing positive deviations of economic activ-
ity from potential output over the projection horizon, the change in structural budget balance implies a 
slight stimulating effect of the fiscal policy on the economic activity in Bulgaria in 2020 and 2022, while in 
2021 this effect is expected to be moderately restrictive. The budget objectives on cash and accrual basis 
remained broadly unchanged in several consecutive updated medium-term budget forecast preparation 
cycles, while maintaining full compliance with fiscal rules provided for in the Law on Public Finances and 
EU framework for economic policy coordination.

The increase in CFP revenue in 2020 as projected in the updated medium-term budget forecast (by 7.6 per 
cent against its expected performance for 20192) reflects MF assumptions of sustainable growth of economic 
activity in Bulgaria and further progress in project implementation under EU operational programmes of the 
2014–2020 programming period. The main factors behind the projected tax and social security revenue rises 
(by 7.1 per cent) are the domestic demand dynamics, labour income and employment, while the contribu-
tion3 of the positive budget effects of changes to social security policy and minimum wage rises4, effective 
as of early 2020, is expected to be much lower. Discretionary measures in 2020 are expected to have a more 
significant budget impact on non-tax revenue as a result of the toll system launch and one-off receipts from 
Sofia airport concession. This additional revenue effect is expected to be largely offset by a decline in the 
revenue into the Electric Power System Security Fund’s budget5, and therefore the increase in non-tax revenue 
for 2020 (5.5 per cent) is projected to be more limited compared to the accelerated growth rates reported 
in the 2018–2019 period. The anticipated increase in revenue from grants by 21.2 per cent compared to 
the expected performance for 2019 implies an accelerated implementation of projects co-financed by the 
EU budget.

The updated medium-term forecast sets a minimum increase in total CFP expenditure by 1.9 per cent for 
2020 (including the contribution to EU budget) vis-Ў-vis the 2019 anticipated performance reflecting, to 
a large extent, a base effect of one-off substantial expenditure under the Ministry of Defence budget for 
the acquisition of a new type of fighter aircraft6. At the same time, the government maintains its current 
priorities concerning both income policy, in particular education and social and health and social security 
policy, and accelerated progress in the implementation of investment projects financed by EU funds and 
exclusively by national funds. The growth in 2020 budget expenditure will be mainly driven by the planned 

1 The updated medium-term budget forecast for the 2020–2022 period is drawn up in October 2019 as reasons to the 2020 
draft State Budget Law and adopted by Decision No 631 of the Council of Ministers of 31 October 2019. To ensure compli-
ance with the parameters of 2020 final budget and tax laws adopted by the National Assembly, amendments to the updated 
medium-term budget forecast were made and approved by Decision No 815 of the Council of Ministers of 30  December. This 
box discusses government’s medium-term budget forecast parameters approved on 30 December 2019. 
2 The October 2019 budget revenue estimate for 2019 remained broadly unchanged in the updated medium-term budget fore-
cast approved on 30 December 2019.
3 The calculated contribution is based on the estimate of the effects of discretionary measures under the updated medium-term 
budget forecast on the general government revenue due to the lack of estimates of these effects on CFP tax and social insur-
ance revenue.
4 As a result of the monthly minimum wage rise in Bulgaria from BGN 560 to BGN 610, effective as of 1 January 2020, the 
minimum social security income for all self-employed also changed from BGN  560 to BGN  610, with only for registered farm-
ers and tobacco producers the minimum social security income increased from BGN  400 to BGN  420. Minimum social security 
thresholds of employees for whom the threshold coincides with the minimum wage are also expected to rise.
5 Pursuant to price decision of the Energy and Water Regulatory Commission in force as of July 2019 the ‘obligation to the soci-
ety’ fee has been reduced by 50 per cent.
6 If this one-off expenditure is netted out from the expected total CFP expenditure for 2019, the projected increase for 2020 
would be significantly higher (6.8 per cent). 
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increase in social security and health insurance payments (by 6.7 per cent or BGN 1.2 billion), which, in 
turn, reflects primarily changes in the amount of pensions paid7 and, to a lesser extent, the increased funds 
for healthcare and household benefits and allowances. In 2020 personnel costs are projected to increase 
by 9.3 per cent or BGN 0.9 billion against the expected performance for 2019 with additional funds pro-
vided for both a continuance of the policy of wage increases in education and a 10 per cent income rise in 
all other budget sectors. As in 2017 and 2018, this updated medium-term budgetary forecast sets declines 
in other personnel payments in 2020 (by 14.6 per cent against the expected performance for 2019) in order 
to partly limit the funds necessary to implement the income update policy in the budget sector. All other 
CFP current expenditure8 are projected to increase slightly in 2020 by BGN 0.2 billion against the expected 
performance in 2019, while the increase in operating expenditure and contribution to the EU budget is 
compensated, to a large extent, by the decline in subsidies due to the above changes in the Electric Power 
System Security Fund’s budget.

Under the updated medium-term budgetary forecast the projected capital expenditure dynamics in 2020 
(decline by 17.3 per cent or BGN 1.4 billion) reflects the higher one-off expenditure for defence moderni-
sation incurred in 2019. If the expected performance for 2019 is reduced by the amount of this one-off 
expenditure, capital expenditure would increase by 12.4 per cent or BGN 0.7 billion in 2020. An increase is 
projected in both EU co-financed investments due to the advanced stage of project implementation of the 
2014–2020 programming period, and national capital expenditure (the one-off effect of the higher expendi-
ture for defence modernisation in 2019 being offset).

Maintaining a balanced budget position over the 2021–2022 period implies a limitation of budget expendi-
ture as a share of GDP to offset the expected decline in budget revenue to GDP ratio. Current expenditure 
is mainly expected to be limited in the two years and capital expenditure to a lesser degree in 2021.

The updated medium-term budgetary forecast of the government sets declines in the government debt 
to GDP ratio from 18.6 per cent at the end of 2019 to 17.0 per cent at the end of 2022 and the general 
government consolidated debt to GDP ratio from 20.4 per cent to 18.2 per cent over the same period. The 
government seeks to couple the reduction in debt burden with an increase in fiscal reserve funds by BGN 
1.8 billion over the 2020–2022 period, which will allow for a BGN 2.2 billion partial refinancing of bonds 
maturing in early 2023 and issued on international capital markets. In line with MF issuing policy and the 
debt limits set out in the 2020 State Budget Law, the maximum amount of the new government debt that 
can be assumed over the year is BGN 2.2 billion. This implies an excess of the new debt over maturity 
debt payments for the year in compliance with the updated medium-term budgetary forecast objective to 
accumulate additional funds in the fiscal reserve over the medium term.

Risks to the achievement of the budgetary targets under the updated forecast for the 2020–2022 period 
continue to be mainly associated with economic and financial developments at a global and EU-wide level. 
As in the previous updated medium-term budgetary forecast of the government (for the 2019–2021 period), 
concerns remain that in case of a less favourable international environment compared to that in the MF mac-
roeconomic forecast, tax and social security revenue would remain below the estimated levels, thus hamper-
ing the achievement of government budgetary targets. In addition, the 2020 budgetary framework continues 
to provide for increases in the current expenditure including wage costs and social payments, which are hard 
to reverse and would further limit the opportunities for budgetary consolidation amid continuously worsening 
international environment. Risks to the 2020 budgetary framework could arise in implementing policies with an 
expected positive budget effect, which have been postponed on several occasions since it was impossible 
to apply them in preceding years. Sofia airport concession and projected declines in other staff payments are 
examples of such policies.

7 From 1 July 2020 pensions awarded by 31 December 2019 are projected to increase by 6.7 per cent and the minimum 
monthly amount of old-age pension by 13.9 per cent to BGN 250. 
8 Including EU budget contribution costs. 
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